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UNVR’s 1Q16 earnings are still in-line with our forecasts, with both its top-line and bottom-line making up about 25% of our FY16 estimates. Wemaintain our NEUTRAL recommendation on PT Unilever Indonesia Tbk(UNVR) with our 52-week target price at IDR 38,500, representing a 12.8%potential downside.
1Q16 flat bottom-line earnings and narrowing margin. As of 1Q16, UNVRrecorded its revenue at IDR 9,9tn, increased by 6.1% YoY, whereas its netincome registered declined slightly by –1.4% YoY, accounted for IDR 1,57tn.We view rising revenue was majority contributed by selling price increases.However, gross profit margin seems to depressed slightly to 50.3% vs 51% in1Q15 (52.4% in 4Q15) mainly due to higher production costs and limitedprice increase. Along with it, bottom-line margin was narrowing to 15.7% vs16.9% in 1Q15.
Robust growth from food and refreshment business. Taking a deeper lookat UNVR’s segment results, its food and refreshment business came out to beits primary growth driver, accounted for 14.1% YoY. In the other side, itshome and  personal care (HPC) business merely recorded a 2.8% YoY growth.
Near term catalyst will depend on rising consumer sentiment. We expectto see better performance for UNVR in 2Q16 only for a certainmacroeconomic conditions, including further benign inflation and stablecurrency levels. We believe rising consumer sentiment remains to be maincatalyst for UNVR, as pricing power will be limited due to toughercompetition landscape. In addition, UNVR’s sales volume seems to grow inslower pace.Though we believe UNVR is still the proxy to Indonesian FMCG  company, westill maintain our NEUTRAL call on UNVR mainly due to valuation concerns.Currently, UNVR is traded at 56.7x P/E, compared to its 5-year average P/E at42.3x. Our target price of IDR 38,500 implying its forward P/E at 48.4x.
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PT Unilever Indonesia Tbk manufactures soaps,
detergents, margarine, oil and dairy based foods,
tea based beverages, ice cream and cosmetics.

Financial Highlights 2014 2015 2016E 2017F 2018FRevenue 34,512 36,484 39,263 42,389 45,877EBIT 8,013 7,939 8,279 9,346 10,210EBITDA 8,388 8,444 8,714 9,798 10,670Net Income 5,927 5,852 6,075 6,912 7,592EPS (IDR) 777 767 796 906 995Gross Profit Margin 49.9% 51.1% 51.2% 51.5% 51.5%Net Income Margin 17.2% 16.0% 15.5% 16.3% 16.5%ROE 128.9% 121.2% 125.8% 143.2% 157.3%ROA 41.5% 37.2% 37.8% 42.5% 45.4%P/E (x) 41.62 48.30 55.46 48.75 44.39
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UNVR revenue increase in 1Q16

Source: Company,  Sinarmas Investment Research Source: Company,  Sinarmas Investment Research

UNVR margins narrowing in 1Q16

UNVR 1Q16 earnings

Source: Company,  Sinarmas Investment Research

1Q15 4Q15 1Q16 YoY (%) QoQ (%) FY16 % to FY16ERevenue 9,413 8,937 9,988 6.11% 11.76% 39,263 25.44%Gross profit 4,803 4,685 5,021 4.53% 7.17%EBIT 2,088 2,259 2,146 2.79% -5.01% 8,279 25.92%Net income 1,592 1,668 1,570 -1.36% -5.90% 6,075 25.84%EPS 209 219 206 -1.44% -5.79%
Gross profit margin 51.03% 52.42% 50.27%EBIT margin 22.18% 25.28% 21.48%Net income margin 16.91% 18.67% 15.72%
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Appendix I: Financial Statements

Source: Sinarmas Investment Research

in IDR bn 2014 2015 2016E 2017F 2018FCash 859 628 917 720 773AR 2,896 3,245 3,234 3,440 3,869Inventories 2,326 2,298 2,310 2,493 2,699Fixed Assets 7,348 8,321 8,459 8,432 8,184
Total Assets 14,281 15,730 16,063 16,266 16,715Account Payables 4,632 4,842 4,632 5,092 5,693ST Debts 1,250 1,700 1,600 1,200 700
Total Liabilities 9,682 10,903 11,236 11,439 11,888
Total Equity 4,599 4,827 4,827 4,827 4,827

Balance sheet

in IDR bn 2014 2015 2016E 2017F 2018F

Revenue 34,512 36,484 39,263 42,389 45,877CoGS (17,305) (17,835) (19,157) (20,559) (22,241)Gross Profit 17,207 18,649 20,106 21,830 23,636
Operating Income 8,013 7,939 8,279 9,346 10,210EBITDA 8,388 8,444 8,714 9,798 10,670
Pre-Tax Income 7,928 7,829 8,126 9,244 10,155Tax (2,001) (1,978) (2,051) (2,332) (2,563)
Net Income 5,927 5,852 6,075 6,912 7,592EPS 777 767 796 906 995

Income statement

Source:  Sinarmas Investment Research

Source:  Sinarmas Investment Research

in IDR bn 2014 2015 2016E 2017F 2018F

Net Income 5,927 5,852 6,075 6,912 7,592Depreciation 375 505 435 452 461Working Capital (296) (296) (468) (79) (212)
Operating CF 6,597 6,652 6,978 7,444 8,265Capital Expenditure 849 1,477 573 425 213
Investing CF (690) (1,710) (514) (328) (119)Debts 273 450 (100) (400) (500)Dividends 5,927 5,852 6,075 6,912 7,592
Financing CF (5,309) (5,173) (6,175) (7,312) (8,092)Net - Cash Flow 598 (231) 289 (197) 54Beginning Cash 261 859 628 917 720
Ending Cash 859 628 917 720 773

Cash flow
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DISCLAIMER
This report has been prepared by PT Sinarmas Sekuritas, an affiliate of Sinarmas Group.

This material is: (i) created based on information that we consider reliable, but we do not represent that it is accurate or
complete, and it should not be relied upon as such; (ii) for your private information, and we are not soliciting any action
based upon it; (iii) not to be construed as an offer to sell or a solicitation of an offer to buy any security.

Opinions expressed are current opinions as of original publication date appearing on this material and the information,
including the opinions contained herein, is subjected to change without notice. The analysis contained herein is based on
numerous assumptions. Different assumptions could result in materially different results. The analyst(s) responsible for the
preparation of this publication may interact with trading desk personnel, sales personnel and other constituencies for the
purpose of gathering, integrating and interpreting market information. Research will initiate, update and cease coverage
solely at the discretion of Sinarmas Research department. If and as applicable, Sinarmas Sekuritas’ investment banking
relationships, investment banking and non-investment banking compensation and securities ownership, if any, are specified
in disclaimers and related disclosures in this report. In addition, other members of Sinarmas Group may from time to time
perform investment banking or other services (including acting as advisor, manager or lender) for, or solicit investment
banking or other business from companies under our research coverage. Further, the Sinarmas Group, and/or its officers,
directors and employees, including persons, without limitation, involved in the preparation or issuance of this material may,
to the extent permitted by law and/or regulation, have long or short positions in, and buy or sell, the securities (including
ownership by Sinarmas Group), or derivatives (including options) thereof, of companies under our coverage, or related
securities or derivatives. In addition, the Sinarmas Group, including Sinarmas Sekuritas, may act as market maker and
principal, willing to buy and sell certain of the securities of companies under our coverage. Further, the Sinarmas Group may
buy and sell certain of the securities of companies under our coverage, as agent for its clients.

Investors should consider this report as only a single factor in making their investment decision and, as such, the report
should not be viewed as identifying or suggesting all risks, direct or indirect, that may be associated with any investment
decision. Recipients should not regard this report as substitute for exercise of their own judgment. Past performance is not
necessarily a guide to future performance. The value of any investments may go down as well as up and you may not get
back the full amount invested.

Sinarmas Sekuritas specifically prohibits the redistribution of this material in whole or in part without the written permission
of Sinarmas Sekuritas and Sinarmas Sekuritas accepts no liability whatsoever for the actions of third parties in this respect. If
publication has been distributed by electronic transmission, such as e-mail, then such transmission cannot be guaranteed to
be secure or error-free as information could be intercepted, corrupted, lost, destroyed, arrive late or incomplete, or contain
viruses. The sender therefore does not accept liability for any errors or omissions in the contents of this publication, which
may arise as a result of electronic transmission. If verification is required, please request a hard-copy version.

Additional information is available upon request.
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properties.

©Sinarmas Sekuritas(2016). All rights reserved.


